Sumantra Ghoshal's approach
The late Sumantra Ghoshal, a world-renowned London Business School professor (see also Chapter 1), heavily criticized the current management ideology, including competitive strategy as propagated by Michael Porter.
If companies exist only because of market imperfections, then it stands to reason that they would prosper by making markets as imperfect as possible. This is precisely the foundation of Porter's theory of strategy, which focuses on how companies can build market power by capitalizing on imperfections, developing power over their customers and suppliers, creating barriers to entry and substitution, and managing the interactions with their competitors. It is a market power that allows a company to appropriate value for itself and prevent others from doing so. The purpose of the strategy is to enhance this value-appropriating power of a company (Ghoshal, 2005, p. 15) .
Some diminishing components of social welfare are not just a coincidental byproduct of Porter-style competitive strategy, but they are the fundamental objective of profit-seeking firms and their managers. Within the current management framework there is no escape from the conflict between economic goals and their social and moral implications (Ghoshal, 2005, p. 15) .
Economic efficiency has become the greatest source of social legitimacy for business in today's world. The focus on efficiency allows economics to neatly sidestep the moral questions on what goals and whose interests any particular efficiency serves. Ghoshal refers to Nobellaureate institutional economist Douglas North, who clearly demonstrated that in reality there is no absolute definition of efficiency.
What is efficient depends on the initial distribution of rights and obligations. If that distribution changes then a different efficient solution emerges. As long as the transaction costs are positive and large, there is no way to define an efficient solution with any real meaning. And North argues that the transaction costs are not only positive and large but growing in our economically advanced societies (Ghoshal, 2005, p. 24) .
In his latest works, Porter tries to address the emerging issue of Corporate Social Responsibility (CSR) (Porter & Kramer, 2002 , 2006 ; see also Chapter 4), but Ghoshal's arguments are still well grounded. In Porter and Kramer's contributions, CSR seems to be only an add-on element in the traditional framework. In fact, it is not related to a genuine moral commitment of the company or a deep change in the perspective of analysis or the rules of the game. CSR is only considered an additional instrument with which to achieve a better competitive performance: "Not every company can build its entire value proposition around social issues . . . , but adding a social dimension to the
